232                        ESSAYS IN TAXATION

state of New York, where the comptroller is now clamoring
for a tax on corporate Indebtedness, the proceeds would fall
far below the actual capacity of the corporations. The deci-
sions of the Supreme Court prevent double taxation, it is
true, but they do it so effectually as also to prevent just
taxation. The situation would be intolerable.

The same difficulty applies to the taxation of bonds of
foreign corporations held in the state. A recent case has
decided that a state cannot impose upon a corporation char-
tered by another state, when paying in that other state the
interest due upon bonds held by a resident of the first state,
the duty of deducting from the interest so paid the amount
assessed upon the bonds by a tax law of the first state.1

From the economic point of view, these decisions are inde-
fensible. If the tax on capital stock is a tax on the corpo-
ration, then the tax on mortgage bonds is equally a tax on
the corporation. Stock and bonds together represent the
corporate property, for the value of the stock is diminished
by the existence of the bonds. The bondholders, viewed
from the economic standpoint, arc no more creditors of the
corporation than are the stockholders. They are co-proprie-
tors, just as mortgagor and mortgagee arc*, in economic fact
co-owners of the land. It is, therefore, impossible to nee any
justification for taxing non-resident stockholders while ex-
empting non-resident bondholders. The same rule should
be applied to both classes, for their interests in the pros-
perity of the corporation are in this respect precisely the
same. The original Pennsylvania decision which was re-
versed by the federal Supreme Court rested on au earlier ease
involving much the same question, known as Maltby's Case*
And with all due deference to the Supreme Court, it must be
stoutly maintained that to the student of political economy

Some of the results are very absurd: Railroad no. 4, although having
$230,000 bonds, paid a tax of $1.92, Koad no. 18, worth about the same
amount, paid $1/200.00. The last road but one paid no lasers at all Tho
road half of whose mileage was in the state paid nothing at all on its
12,900,000 bonds.

1 Railroad Co. w, Pennsylvania, 15.1 U. S. 029,